
Before the
FEDERAL COMMUNICATIONS COMNfISSION

Washington, D.c. 20554

In the Matter of

Mel COMMUNICATIONS CORPORATION

Petition for Rule Making re Billing, and Collection
Services Provided by Local Exchange Carriers for
Non-Subscribed Interexchange Services

§
§
§ RM-9108
§
§
§
§
§

OPPOSITION OF SHC COMMUNICATIONS INC
TO REQUEST FOR EXPEDITED ACTION

ON MCI RULEMAKlNG PETITION

Comes now SBC Communications Inc. CSBC"), on behalf of Southwe~emBell

Telephone Company ("SWBT"), Pacific Bell ("Pacific") and Nevada Bell (''Nevada''), l and files

this Opposition of SBC Communications, Inc. to The Request for Expedited Action On MCl

Rulemaking Petition;! filed by Pilgrim Telephone, Inc. ("Pilgrim"). SBC opposed the original

Petition for Rulemaking flIed by Mel Telecommunications Corporation ("Mel,,)3 and even more

strenuously opposes the efforts of Pilgrim to latch onto the docket filed by Mel (and already

fully briefed a year ago) to address its disputes with specific LEes in regard to their billing and

collection policies.

1 SWBT, Pacific and Nevada are referred to herein collectively as "SBC" unless otherwise indicated.
2 Pilgrim purports to file its Request pursuant to Commission Rule 1.405,47 C.F.R. Section 1.405.
~ SBC filed its Opposition ofSBC Communications Inc. to Petition for Rulemakillg ofMCl Telecommunications
Corporation on July 25,1997 and its Reply Comments on August 14,1997. Copies of those pleadings are attached.
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In its Petition, Mel failed to provide "sufficient reasons in support of the aCi

to justify the institution of a rulemaking proceeding" as required by the Commissio'

Pilgrim raises no new issues and. thus, has not cured that deficiency. Neither cornr

forth facts that would justify establishment of a Rulemaking.

While Pilgrim Telephone's petition raises no new issues, SBC would like to

following points: 1) The Commission deregulated billing and collections in 1986 c

·1uested

set

:3.te the

l.lld not

even consider re-regulating services that have been detari.ffed for twelve years now; - The Bell

Operating Companies (BOCs) currently providing billing and collection services ti'

Interexchange Carriers ([XCs) do so on a nondiscriminatory basis~ non-discriminati·

requirement of Section 272(c) of the Telecommunications Act; thus; discriminator:-

billing and collection services is a non-issue~ and 3) The Commission should upho.

Exchange Carrier's (LEC) contractual right to tenninate billing and collection sen/] c

carrier refuses to comply with the agreement's terms or the carrier's charges result i:

unacceptable level of customer complaints.

I. Deregulation of Billing and Collection Services

In 1986, the Commission detariffed billing and collections and substitutel:

for regulation. 5 The Commission' s order recognized that many companies offered

collection services and that the LEes should be free to negotiate the tenns and cor:

which they would provide billing and collection services, just as did their tUlregulated

4 47 C.F.R. Section l.407
j See, e.g., Detariffing of Billing and Collection Services, Report and Order, 102 FCC 2d, 1150 (1
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competitors. Twelve years 1ater there is even more competition in providing billing and

collection services than thert; W;)s in 1986. Numerous clearinghouses, service bureaus, and credit

card companies offer billing and collection services. Last year. Visa reported that its telecom

revenues exceeded $1.7 billion.6 In addition, carriers have the option of billing the charges

themselves.

Given the level of competition in the provision ofbilling and collection services today; it

is even more clear that there is no need for government regulation of those services. The LEC

should have the right to decide what services it will or will not bi IL such as services that directly

or indirectly refer to sexual conduct, or services that the customer did not order or authorize,

without the government regulating such decisions. The LECs should also have the freedom to

specify in their contracts the terms and conditions under which they can terminate billing and

collection seJVices to a carrier. again without the govenunent regulating and reviewing such

decisions.

It appears that Mel's objective was to make an end-run around the contractual

negotiation process in order to be able to force the LECs to bill and collect for selected types of

long distance calls at the averaged rates established for billing all types of long distance calls.

Mel never answered the question of how it was able to do its own billing for some types of calls,

but not others. The answer, of course, is that MCl is able, but not willing, to do its own billing

for all calls. Where the cost ofbilling is above average, it will be above average for MCI, as well

6 Joseph F. Schuler, Charging KWhs and BTUs on Credi!, Public Fortnightly, September 15, 1998, pages 28-29.
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as for the LECs. If, then, MCl can force the LECs to bill for the higher cost calls at the standard

averaged rate previously established for billing all types of calls, Mel will be able to profit from

its promotion of that higher cost calling service by having the LECs absorb the higher cost,

allowing MCl to reap standard profits. Imposing such a regulatory requirement would send

erroneous economic signals to the long distance marketplace, encouraging the IXCs to stimulate

"casual calling" because it appears to be more profitable than it really is, since the LECs would

be absorbing the higher cost of billing that type ofcalls. Such result would reintroduce the

regulatory distortion of the cost/profit relationship that the Commission is seeking to eliminate

through the introduction of competition. MCl sought to force below-market pricing for services

it wanted to purchase, but would be the first to complain about such pricing, if it were to be

applied to a service for which MCI offered a competing service.

II. BOCs PJ"ovide Bimng and Collection Services to !XCs on a Non-Discriminatory
Basis Already

In its petition, Pilgrim makes a number of gTOundless and absurd allegations that the

Boes are attempting to drive out competition in the casual calling interexchange market and

advocates that the Commission adopt a rule that "the LEC must provide under nondiscriminatory

tenus and conditions, billing and collection for casual access providers".7 The Commission has

already adopted a non-discrimination rule that applies to billing and collection services. In its

Non-Accounting Safeguards Order, the Commission found that the term "services" in Section

Pilgrim Telephone Petition at page 9.
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272(c) ofthe Telecommunications Act included billing and collection services and the BOC

must provide billing and collections servi.ces to entities competing against the Boe's 272

affiliates on the same terms, conditions, and rates as the BOC provides billing and collection

services to its Section 272 affiliates.8 Pilgrim's concerns that the BOCs will act to advantage

their Section 272 affiliates casual access offerings, if any, by the BOC providing more favorable

billing and collection terms has already been addressed by the Commission. There is therefore no

need for the Commission to open a rulemaking to adopt a non-discrimination rule for application

to billing and collection services; the Commission has already adopted such a rule.

In addition, the SBC Telcos are today providing billing and collection services on a

nondiscriminatoI)' basis to LXCs. Further, the SBC Telcos will continue to provide billing and

collection services on a nondiscriminatory basis to IXCs, once SBC's Section 272 affiliate is

authorized to provide in-region interLATA telecommunication services.9 Thus, Pilgrim's

concern that BCes will tenninate billing and collection services to Pilgrim. or other carriers to

advantage their Section 272 affiliates is unfounded; Section 272 specifically prohibits such

action.

I Implementation ofthe Non-Accounting Safeguards of Section 271 and 272 ofthe Communications Act of 1934,
as _ended, First Report and Order, FCC 96-489, released December 24, 1996, at paras 202, 217.
9 There arc a nwnber offattors that could cause sac to re<:onsider whether it wants to continue this line of
business, howe\'er, including the continued submission ofcharges not authorized by the end-user customer. Tfthis
practice becomes even more Widespread than it is today, SSC could conclude that the damage to its reputation and to
its customers outweighs the financial value ofcontinuing to provide billing and collection services. If sac decides
to el(it the billing and collection business for tltis reason or other reasons, SBC understands it cannot bill for its
Section 272 affiUate.
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It is important to note that it is not the LECs that are trying to impose new billing and

collection terms and conditions designed to favor their new long distance affiliates. Instead, it is

the purchasers of billing and collection services who now want to modify the contract terms for

their own advantage. MCl and Pilgrim are seeking to secure those services for selected types of

long distance calls, rather than bulk calls ofall types as contemplated by existing contracts. Even

then, MCl and Pilgrim should have no trouble negotiating a billing and collection contract fot

those selected types ofservices, so long as (l) they are willing to pay a compensatory rate for the

specialized type of service sought and (2) they are not resorting to cramming or other marketing

ploys that cause customer complaints that damage the reputation ofnot only the carrier causing

the problem, but also the carrier who is billing the customer, Pilgrim has not delineated

"sufficient reasonsu in support of a rule making to justify institution of such a proceeding.

m. The LEes Should Have the Right to Terminate Problem Billen

The LEes should continue to enjoy their right to decide what they will and will not bill,

as well as the right to tenninate problem billers, which the Commission recognized when it

detariffed billing and collections_ III offering billing and collection services to carriers and other

third parties, SBC has made a number ofdecisions as to types of charges it will accept for billing

and the types of charges it will not bill. SBC has determined that it will not bm for services that

directly or indirectly refer to sexual conduct, services that refer to bigotry, racism, sexism or

other fonns of discrimination, services that are deceptive or take advantage ofminors. and gab

and chat services. SBC does not want to bill charges not authorized by customers. SBC's billing

6
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and collection contract provisions reflect these decisions and specify that SBe has the right to

tenninate the contract, if these tenus are violated or the carrier's charges result in an

Wlacceptable level of customer complaints. The right to decide what charges are acceptable for

billing, what charges are not acceptable for billing, and to tenninate for violations ofth.e

contract's terms are essential rights to SSC and the other LECs. As Chairman Kennard recently

recognized, the charges billed by LEes affect customers' perceptions of the billing company.lO

These decisions and rights should be left to contract between the LEe and the carrier and not

subject to government re-regulation and review as advanced by Pilgrim.

It is clear from Section 1 of the COIIU11unications Act of 1934, as amended, that FCC

regulation is for the purpose ofensuring to all people of the United States access to

teJecomImmications services on a non-discriminatory basis at reasonable prices. Without

knowing the full story regarding the cessation ofbilling and collection services to Pilgrim, the

Commission could not know whether reinstatement of billing services to Pilgrim would be

beneficial or detrimental to the interests of"all people ofthe United States."

Companies that provide billing and collection services must retain the riiht to discontinue

billing and collection services to those companies that fail to comply with contract requirements.

Companies that provide billing and collection services are the first line ofdefense against unfair

business practices, such as cramming, that cause customer complaints to the billing company and

to regulatory agencies. Pilgrim has not established any justification for weakening that first line

10 Chairman KenJ1ard letter dated April22, 1998 to Mr. Ed Whitacre.
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ofdefense that serves to protect consumers, as well as the business reputation of the billing

company.

Neither Mel, nor Pilgrim, has demonstrated any need for re-regulation ofbilling and

collection services. CertainJy, there is no need for the type ofre-regulation here sought:

regulation that would provide below market pricing and protect problem billers from the

consequences of their own actions.

Conclusion

Pilgrim's request that the Commission open a rulemaking with the purpose ofre-

regulating the LEes' billing and collections services and, in particular, the regulation and review

ofthe LEC's decision to terminate billing and collection services for contract violations should

be rejected Pligrim would not be seeking the re-regulation ofLEe billing and collection

services, ifPilgrim's services complied with the terms and the conditions ofthe billing and

collection agreements it entered. However, instead of complying with those tenns, which are

intended to protect the LEes' customers from unauthorized charges and services, Pilgrim has

elected to complain to the Commjssion that they do not like those standards and the Commission

should replace the LEes' billing and tennination standards with billing and termination standards

more to Pilgrim's liking. The Conunission should not sanction efforts to replace negotiated

contractual standards with standards, unilaterally proposed by billing and collection customers,

jnduding in all likelihood problem billers. Instead, the Commission should take no action

8
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leaving Pilgrim and other companies that wish to secure billing and collection services from the

LEes to comply with the terms and conditions of the LE(_ .) billing and collection contracts.

Pilgrim purports to file this pleading pursuant to Rule 1.405. but there is no provision in

that rule that would allow this pleading. Pilgrim filed its Comments and Reply Comments a year

ago. Section 1A05(c) provides that ''No additional pleadi"'l'1s may be filed unless specifically

requested by the Commission or authorized by it" Alth·:~Pilgrim requests authorization for

its pleading in a footnote, it does not bring anything new to the table, other than the factual

statement that GTE is no longer billing for Pilgrim. That fact standing alone will not even

support authorization for the filing of the pleading, much less the Commission action sought by

Pilgrim. The Conunission should deny authorization for Pilgrim's filing Wlder §1,405(c) and

treat the pleading as an ex parte presentation., if it recognjzes the filing at all.

Respectfully Submitted,

sac COMMUNICATIONS INC.

BY~~,g~
Ro M.Lynch
Durward D. Dupre
Barbara R. Hunt

One Bell Plaza, Room 3026
Dallas, Texas 75202
214-464-5170

October 8, 1998
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CERTIFICATE OF SERVICE

I, Katie M. Tumer, hereby certify that the foregoing, " oPPOSmON OF SBC

COM:MUNICATIONS INC. TO REQUEST FOR EXPEDITED ACTION ON Mel

RULEMAKING PETITION" in RM No. 9108 has been filed this Slh day ofOctober,

1998 to the Parties ofRecord.

Katie M. Turner

October 8. 1998



--.'

REce'VeD
JUL 25 1997

ATTACHMENT 1

BEFORE THE
FEDERAL COMMlJNICATIONS COMMISSION

\"·ASHINGTON, D.C. 20554

M1RL~CIIMS
lIIIlEOFlHEEM-

In the Matter of

BilIiug and Collection Services Provided
By Local Exchange ,Carrie" for Non-Subscribed
ID1:erexchange Services

)
)
)

:-VICI TELECOMMUNICAnONS CORPORAnON )
)
)

, )
)
)

~\t No. 9108

opposmON ·OF SSC CO~'CAnONS INC.
TO PETITION FOR RUl.EMAKING

OF MCl TELECO~fUNlCAnONSCORPORATION -

ROBERT M. LYNCB
DURWARD D. DUPRE
MICHAEL J. ZPEVAI(

ROBERTJ.GRYZ~

Attorueys for
SHC Communications IDC.

Obe B.II Center, Room 3520
St. Louis. Missouri 63101
(314) 235-2507

July 25, 1997



L SC\[\lA.RY

Table of Comems

.,
•••• , •••••• * - ••••••••••• - • - •••••••••••••••••••••• -

If. \lC SHOCLD BE REQt:tRED TO ADDRESS SEvER.AL r:vtPORTAl'-:T ISSCES
BEFORE A~Y SERIOUS CONSIDERATIO?\i IS GIVEN TO r~ITI.-\TING A
KL. ::.YL'\KlNG PROCEEDING. . - _.. _ _. _4

Ul. ~O O~E SHOULD BE REQD1RED TO StTBSIDIZE MCrs PLANS TO BILL
FOR ITSELF I+ CALLS. Btrr ~OT "CASUAL CALLING" CALLS. . 5

.-\. The Current System Hu- Served Well In A Detariffed Environment. . ..... 5
B. MCl's Plan. If Successfully Executed. Will Drive Up Casual Calling Prices

That Would Adversely Impact Casual Callers and IXCs Other Than Mer'
%0 Specialize In That Niche Market. . _ 8

IV. 8?'-: .... ALREADY PROVIDES MCI WHAT IT NEEDS TO BILL FOR ITS
CASUAL CAtLING SERVICES A..'\lD Mel SHOULD BE MADE TO COMPLY
\\~--:-:-r THE COMMISSION'S ORDERS REGARDING BNA II

V. TH~ TELECOMMUNICATIONS ACT OF 1996 DOES NOT SUPPORT A
RETU~'I TO REGULATION OF LEe-PROVIDED BILLING AND
COLLECTION SERVICES - - - - .. _- . _ _ " 15

VI. CONCLUSION _ __ _ _ _. _.. 18



·
RECEIVED

JUl 25 1997

tEDER.:o\L CO).·[).;1L").'"1(ATIO>.:S CO~1:.nSSIO~

W:J.Shingto.n. D.C. :'055'+

In the ~Iatter of

\(C1 TELECOM~fu1'iICATIONS CORPORATrON

Billiml: and Collection Services Provided
By L;ca! Exchange Carners for 'Non-Subscribed
Interexchange Services

)

)
)
)
)
)
)

R.V1 ~o. 9108

OPPOSITION OF sse CO~lcAnONSINC.
TO PE I ilION FOR RULEMAKING

OF Mel TELECOMMVNICATIONS CORlORADON

SBC Communications Inc. C'SBC'J, on behalf of Southwestern Bell Telephone

Company C'·S\VBTj, Pacific Bell ("'Pacific") and Nevada Bell CUNevac:la'J, l opposes the

Petition for Rulemaking C;PetiIion") filed by Mel Telecommunications Corporation (""MCl")

in the abo~-e·referenced maner.! As explained in more detail below, Mel's Petition should be

denied because it does not disclose "sufficient reasons in support of the action requested to

justify the institution of a tulemaking·proceeding." as is required by the Commission's rules.)

'S\VBT. Pacific and Ne...·ada are referred to herein collectively as uSBC" unless
othe~ise indicated.

~MCI filed its Petition pursuant to Commission Rule 1.401, 47 C.F.R. Section 1.401.
Petition. at 1.

:;47 C.F.R Section 1.401.



I. St'~l~tARY

\{C[ claims Commission action is required :0 establish tWO poinrs advanced by y[CI:

(1) .l LEe which may choose to ~errninate providi:1g billin~ and collection sl.'lrvices to

unrlffiliated "casual calling" 4 providers should not be: p~rrnitted to provide these services to its

affiliates that provide casual calling to end lJSers; and (2) a LEe ~hould not be permitted to

provide biUing and collection sef\<-ices to such affiliates on terms more favorable to those

extended to non-affiliates. However, there is no reason why the Commission' should address

these maners at all, and several reasons why it should not.

The billing and collection services marketplace, as well as firmly-established and

------ ..--- - .._-_..._----_...

measured regulatory approaches regarding such services, already provide Mer all that it needs--------_.-
to offer its customers casual calling s~~~5i_.E.~_)i!LAA~_G.QJJ~~!.Jo.!_t4~. SBe did not
_. ••. _. ..... ..._. 4

push MCI into the casual calling market. MCl alone decided to enter and exploit that

business opponunity as a part of its overall long distance business plans. Having made thaI

business decision. there is no reason why the Commission should re-regulate billing and

collection services rendered in the casual calling sector of the long distance market. These

services have been de:2l.riffed for over ten yearsi and should remain free of regulation. In

shon:, MCl alone must bear the costs of its unilateral decision to aggressively market its 1-

SOO-COLLECT, 10:X::X:X, and other casual calling campaigns. This is particularly so if, as all

04r.e.• calls made on other than a presubscribed or "PIC'd" basis.

sDetariffing of Billing and Collection Services, Report and Order. 102 FCC 2d 1150
(1986) C"Detariffing Order").



)

indications suggest. ~rCI should continue \n tho: future to "tak~ back'· from the LEC5 :-

?rCd (~nd perhaps oth~r) billing and collection business_~

In addition. SBes tariffed Billing ~ame and Address information ("B?'iA··) alrea':,'

provides Mel with the information it needs to perform its own billing and collection

functions. MCl's mUltiple criticisms of the Commission's various BNA orders and the Lt.\_~

effective BNA tariffs are nor. justified by the factS. Rather, they represent erroneous, belated

and collateral attacks on these orders.

Finally, from the perspective of the Telecommunications Act of 1996 C"Act'), the

Commission surely need not gear up for a rulemaking so as to preserve any competitive

equities betWeen Mel and SBC's evenrual Section.272 affiliate. Seaion 212(c)(l) alre~c

ensures that any billing and collection services that would be made available by a BOC :~ ..

Section 272 affiliate providing interLATA telecommunications services would li~ewise h2.';~

to be made available to oilier IXCs (inc:iuding MCI) at the same rates, and at the same ter.:-.5

and conditions. As Mel itself concedes, "enforcement aetions are sufficient at present: to

secure IXC statutory rights.,,7

Accordingly, Mel's Petition should be d~nied in all respects. The Petition prese:i.._

sufficient reasons that warrant the Commission 1 s initiating a rulemaking on either of the

points Mel advances.

6MCI claims that casual calling represents '"approx.imately S11.6 billion in gross
revenues in the $75 billion long distance market in 1996:' i.e., about 15%. Petition, at 1.

'Petition. at 15.
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II. ~lCl SHOULD BE REQUIRED TO ADDRESS SEVER-\L IMPORT.-\~T

ISSl:ES BEFORE _-\...'t-Y SERIOl'S CO~SIDER~TIO~' IS GIVE:'i TO
I~ITIATI~G A RUlEMAKlNG PROCEEDING.

The intent of \lC1" $ Petition is straightforward. Though cloaked in public interest

considerations (e.g.. references to a consumer's desire to call 1-900-THE POPE),! the Peti~ion

in actuality is less altruistic. It essentially asks that the Commission initiate a rulemaking thaI

wou~d force tECs to provide the biUing and collections associated with MCrs casual calling

line of business- Yet, Mel offers no factS or sufficient policy reasons to support this request

only conjecture.

Mer fails to specifically and fully explain: (1) why Me!'S o\J,n systems and. ,

operations, which already engage in billing and collections, Camlot be effectively utilized for

its casual calling market;9 (2) wh~' MCl's coStS for LEC billing and collections for casual

calling are excessive (and, in ~ct, they are nor); (3) why LECs should be forced to bill and

collect for MCl's casual callmg business at subsidized prices even as Mer ·'ta.kes back" from

the LEes itS PIC'd billing and collection business (to foster the MCr One, one-stop image);

(4) why SBC should be forced to subsidize the costs of billing and collections work

associated with MeT's losses due to toll fraud and other uncollectibility factors

(notVl,ithstanding Mel's vigorous TV, radio, print and other casual calling advertising

Sp .. ...etmon, at ~.

910 this coonection, Mel could discuss any business or regulatory reasons why British
Telecommunieations P.L.C., which may merge with Mel and is the "dominant LEe' in
England, docs not provide billing and collection services to casual calling services providers.
nor is it required to do so.
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'~ (5) wh:-' ~he Commis3lon should not requi:e that \[C1 comply with the

Commission"s se\'~nll B~A Orders. or <:It leas!., why tr.e S);A that ~lCI mllY need for billirrg

and cO\,c::':lon is not r~~listicall\' a\':lilable to it: and (6) how the Telecommunications Act ot'

1996 ( .' .. )_ which ensures that any billing and collection ser...-ices that BOCs may provide to

their S~:';~u;n 271 affiliates must be provided to non-affiliates on a nondiscriminatory basis,

does not already sufficiently protect any legitimate competitive concerns Mel may have.

:_-,1::55 Mel can provide these and other details, the Commission's and LECs'

resources should not be \vasted in prOViding Mel a potential route to foist upon LECs and

their bi l' "'.g and collections customers MCl's own costs of conducting a very lucrative

busines." ::It Me! alone determined to enter and exploit.

III. ~ro O~'"E SHOULD BE REQUIRED TO SUBSIDIZE Mers PLA1~S TO BILL
""e'JR ITSELF 1+ CALLS t BlIT NOT "CASUAL CALLING" CALLS.

A, The Current Svstem Has Served Well In A Detarifj"ed Environment.

T:1ere is no quarrel with the proposition that some uncollectibility concerns are present

in th.e c:;:.::.1 calling market. It may safely be assumed that the collective costs associated

with C1.1.:'"~ i:1quiries directed to LEes, instances of fraud, bill rendering, treatment and

collection effons, and bad debt are higher in the casual calling market than in the PIC d

market.

'OSBC fully appreciates that collect and third nwnber calls are made from time to time
by low to moderate income households; however, the foellS of this maner is, in reality, a
broad based marketing and advertising campaign emphasizing the feantres of Me!' s casual
calling services, particularly itS lOXXX and 1·800-COLLECT services.



Though )oK! discusses :'.

6

)::cerns generalt;:. n.owhere does It explain I,,\"hy their

presence :equires that the Comm.;;;;ivn tum back the clock and re-regulate billing and

collection s~r\'ices so that LEes. -:t :--lCI. are saddled \\;ith the obligation to "treat and

collect'" ).Itcr S cilSual calling c!.... . .:[5. There is simply no logical reason \\o'hy the

Commission should intervene in .... i maner. particularly where, as here. the parties ha.ve

ne~otiated satisfacrorilv bv contr2.ct for many years and Mel has various options available to- .. ... .. - .

lC.

SBC's subsidiaries offer t:~~:.ng and collection service for message billing in a manner

that does not distinguish. betweer. '. :Cd and non-PIC'd calls. For example, SWBT's various

pricing plans are based solely l: ~ , - 1tl individual customer's TOtal roll messages billed.

regardless of the t)-pe of messag" Similarly, Pacific's rates. terms and conditions do not

distiniuish between PIC'd and L -:·PIC'd calls billed through its message billing platform.

This allows both large and small c~lling and collection customers to choose a service that is

most economical and attractive to :.r,em, regardless of the long dis~ce calling ··sector" they

may serve.

S\VBT has offered vario'c.:..: ~Ie plans as welL Originally, SWBT offered rates which

differed depending upon the term to which the customer chose to commit (1,. 3 or 5 years).

In the la.te 1980s, however. S\1/'BT added two other rate plans offering a "volume discount" (a

....olume of messages commitment expressed as a percent of a cuStomer's messages billed

throuih S'WBT as against all custOr.1er messages).

Under one version of the volume discount arrangement, where a customer elected to

submit 90% of its messages regardless of type (whether 1+, 10XXX, third number, collect or
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cJ.lling card). 5W13T proyided a discounted price, This version \""as negottared with ~'lCr. and

\[ct b~cJm~ SWBT's Erst contracted customer under this <lITzmgement.

The second \'ersion of the \'olume dtscoum arrangement allowed for a range of

message volume commitmentS a't various rates. The pricing scale differed. depending on

commitmentS of 40%, 60%, 70%, 80% or 90% of total customer billings. This version was

discontinued because there ''-'as no demand for it.

In March, 1997, S\VBT modified its contract form to offer two pricing options: a

discount 3-year pricing plan (wilh a message volume discount pricing arrangement), and a

standard 3-year pricing plan (with pricing not based on any required message volumes). New
, "

rates, and the 85% volume discount, become effective in January, 1998. and are available to

all IXCs, including MCr. II

As shown above~ sac's billing and collection plans for IXCs have a fundamental

characteristic: prices 'tha.t are not dependent on tYpe of cau (whedier PIC'd v. non-prCd).

SBC does not isolate one type of c.alI's cost and provide a price more or less than another

't!"pe. This has been the case since divestiture. so that throughout this period an averaged price

haS been the basis for the billing and collection of long distance caRing services, ~tlether

PIe'd or non-PIC'd. SBC views its billing and collections arrangements as preferable

because it does not believe that pricing plans offered to a full toll service carrier (which may

offer 1+, lOXXX and other services) should be more advantageo~ than plans offered to a
',.

carrier offering less than a full complement of toll services. This also reflects marketplace

IIIn a meeting with the Enforcement Division earlier this year, SBe provided a copy
of itS billing and collection contract to John Y1uleta, Chief of the Enforcement Division.
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demand. b~cau5e ~ ..:stomers also want standard or discounted rates for billing ~d collecting

o.tl or their toll messag~s. regardless of the type of messages.

The dece~min~tion to offer a discounted price for an 85% volume commitment reflects

the need to es.ablish a large enough message/end user base to arrive at a fair, a\'erage·priced

billing and collection sen.-ice. Should~ cUstomer desire services for Less than 85% of all of

their messages (or even only one or more types of call messages that would have the same

effect), they are free to do so under the standard rate plan.. This plan is designed to recover

the higher costs to provide billin~ and collection services on anon-volume commitment basis.

Heretofore, the arrangements which have prevailed have been largely acceptable to

both billing and collection service customers. This is so because, as the Commission

envisioned over ten years ago, competition has been effectively substituted for reiclation in

this market_ I~

B. Mel's PIM. If Succgsf\lll~'Executed. Will Drive Up easy" C,lIigg Prices
That Would advmely Impact Casual Calle" aDd IXe, Other IbaD Mel
Who Specialize II That Nidle Market..

The Commission should appreciate the significance of certain marketplace e"'-entS that

may well unfold:

• Mer eventually \\oi11 ·:take back" its 1+- billing and collection business from the
LEes (major IXCs, including Mer, already have internal billing systems and
directly bill and collect from their large/medium business customers and

I~See, .u.:., Detariffing Qtm, at pan.. 38 ("[W]e conclude that deuriffing will enhance
competition in the billing and collection market bj' giving LEes the flexibility in strUcturing
and pricing their offerings.").
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selective small business Clnd residemial custOmers: il reduction in ).-1(1's billing
Jnd coll~c!ions '.,,·ith SBC \s already occurring).l;

[f ).-{Cr:) Petition is successfuL \·rCI will noe t:lke b:lck its c.:lSual calling billing
and coilection business (including IQXXX. l-800-COLLECT. etc.).

• [f MCrs ~etition is successful. LEes may not be able co negotiate its billing
and collection contrac'\:s.

However, the ~iaverage" pricing arrangement previously supported by sufficiently high

message volume commitments \~ill cru.~ble if 1..;.. messages are eliminated from the mi."< of aU

message volumes billed and collected by the LEes. This v.iU result from the Mer One (a/kla

"one-stop") marketing progTam because Mel's 0"Tl PIC'd customers ""ill receive bills only

from MC!, not SBC.. However, Mel fails entirely to identify how consumers and niche toll

competitors ~iI1 be affected. It is not difficult to see this either.

As LECs are left v..ith me~sages comprised of casual calling calls, bue little if anything

else. the averaged prices that have prevailed for many years cannot and ""ill not be sUStained.

Two options v.;ll be presented to LEes: they mUSt either refuse to perform billing and

collection services at below-cost pricing, or they mUSt be provided \\ith sufficient contractual

assurances of compensation over costs in order to continue offering these services. From

sacs perspective, no other options appear viable.

tjs..u, Billini World. October, 1996 at 17·18 ("MCl. like most major !XCs, bills its
commercial customers directly" and ""ery little had to change for their billing systems to
take-back the bill.") &. Austin American Statesman. August I, 1996, at Dl-2 e:Eventua11y, (an
MCI spokesperson said]. all customers ""ill iet a single Mel bill."), attached hereto as
AttachmentS 1 and 2. respectively. Comparing the first six months of 1997 to the same
period during 1996. MCrs PIC'd billings through SBC have decreased 20% while its casual
billings have increased 5%.
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_-\.ssuming the second option occurs. competition in the interexchange r.:.arket will

;;ufter. Higher coStS may be passed on to at! billing and collection customers. but most

certainly those \\-ho pro\-ide casua.l calling ser\'ices exclusively_ These providers are IXes that

specialize in that market either on a voluntary basis or perhaps due ro market realities over

wl1ich they have no control. Smaller lXes are sometimes unable to woo Pled cus'[omers to

the same extent as large IXes \'II-1m sufficient finances to stage national, multi-media

advertising campaigns- Further, the public interest \~il1 be compromised.' The higher cOStS

associated ~ith LEC billing and collection of casual calls will ultimately fallon users of

casual calling services. Finally, the LEes ""ill be stripped of ~he opportUnity to make the

business decisions they have a right to make. This would be particularly unfortunate because

~fCI, as the trUe cost-causer, would evade the business obligations mat accompany the

unilateral marketing decision it has made.

In sum, Mers Petition should be denied outright for the foregoing reasons and those

expressed elsewhere herein. Importantly,~ the Conunission gives any consideration to

initiating the rulemaking MCr seeks. MCr should be required to specifically answer why its

own billing systems and other internal operatiOns already in place do noT. afford MCI a

sufficiently viable billing and collection vehicle for its caSual calling customers (or why any

necessary enhancements to them, if appiicable, could not provide that '\."ehicle)_ Furthermore.

Mer should be required to answer all of the above several contra.etUal, costing. business. and

regulatory/public interest issues. In the meantime, the Commission and public interest would

be bener if the Commission rejects MeT's Petition.
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I\". B~A .-\LREADY PROVIDES ~lCI \VHAT IT ~E£DS TO BILL FOR ITS
C.-\St~AL C.-\LLI~G SERVICES A:'iD ~lCI SHOLLD BE ~lADE TO CO~lPLY
WITH THE CO~-[\IISSIO~'S ORDERS REGARDl:\G B~A,

\1C1' 5 discussion rdated to Billing \"ame and Address information C'BNA") is

distorted and unjustified by the facts. The Commission should require. before it determines

whether to initiate a rUlemaking. that MCI dearly show that its access to the LECs' BNA is

insufficient to allow it to bill and collect for casual caUs, That showing has not, and cannot,

be made.

Mer claims that current BNA rat.es ;oare largely unreasonable and bear no relationship

to the LECs' actual costs in providing this service."'· It also claims !hat it remains UIlclear
. .

under current roles that.BNA has to be provided for most lOXXX calling. lS FinallYI MCl

complains tha.t various restrictions on BNA use serve t.o multiply rxc billing costs.' 6 These

claims and complaints misrepresent the factS in several respects.

First, Mer provides no specific data to support itS claim of unreasonable BNA rates.

To !he contrary, SWBTs and Pacific's rates m reasonable and, to our knowledge, Mel has

never successfully argued otherwise to the FCC.

As the Commission will recall, only four years ago it determined to improve IXCs'

ability to perform their own billing and collection functions associated 'With calling card.

l,lMel PFR, at 8.



12

C:1)1l~c( J.nd third party calls. The Commission reasoned thaI 5uch an improvement would

f:::l.cilitllt~ the szrowth of com'O~tition in the market for billio2 and collection seryices:;_. -
A.S a r~su11. the Commission currently requires LEes to tariff BNA associated with

calling card. third pany and collect calls. This tariffing enables te1ecommunications ser\'ice

providers like Mer to perfonn their OVin billing and collection. thus further encouraging the

development of competition in that mar~et.13 further. LEes are required to provide IXes

.....ith B~A concerning cuStomers who have presubscribed to that IXC. '9 The Commission has

concluded, however, that BNA ~nformation other than that associated with calling cards, third

party and collect ca1~ is mll necessary to encourage the ~evelopmen't of competition in the

billing and collection market. Thus. LEes are not required to pro..ide this BNA information

under tariff. ~o

Following the BNA Order. in September 1993, SVlBT filed its proposed BNA tariff.

That transmittal proposed a BNA Usage Rate of Sl.OO per IO-digit ANI request.~1 MCr did

nor. Object to this rate, as it did not file any petition to reject or even suspend the Iransminal.

The S1.00 rate, and other BNA rates, tenns and conditions, were allowed to go into effect.

17Policies and Rules Conl;eming Local Exchange Carner Va.lidation and Billing
Information for Joint Use Calling Cards, CC Docket No. 96--115, Ngtic;e oLfroposed
Rulemaking. 6 FCC Red 3506 (1991) ('"First Notice"), at n. 13; Second Report and O..tder, 8
FCC Rcd 4478 (1993) C"BNA Order"); Second Order on Reconsideration. 8 FCC Rcd 8798
(1993) ('·Second B~6 Recon Qr.ger") at para. 17; Thirg Order on RecgDsideration, FCC 96·
38. released February 9, 1996 ('~Third BNA Recon Order") at para. 34.

'SThird BNA Recon Order. at para. 38.

2
1SVlBT's Transmittal No. 2296, filed September 8, 1993.
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\!Cr lik2'.',i5e did not object to Pacific's and ~~\'ada's tr~nsmi!~als. and tht!y too \\"~re illlo\\"~d

to go imo ~t"fec~. These companies' tariffed B~A rates !lre cUIT~ntly S.80:~:

! r.. ?~biuary. 199~. 5WBT and P:lcitic tiled their proposed "unlisted" B~,~ tariffs. At

th:lt time. S\VBT also proposed to reduce its per-query rate from 51.00 to S.goY \fCI filed a

petition to reject or, alternatively, to suspend and investigate these and other BNA tariff

proposals. However. while complaining of a range of items. including the limited uses for

which the Commission had allowed BNA, Mel presented no objection whatsoever to the

specific rates or costs associated with any of me LEes' BNA tariffs.:!-4 The Bureau allowed

these tariff filings to take effect over Mel's several objections.2
'-

Finally, in April of this year, SWBT again sought to reduce its per-query Tate,

dropping the price to S.30 per query.:6 MCI filed no objection, and the tariff was allowed to

go into effect.

These multiple effective BNA tariff approvals, including approvals of the~

reflected in the underlying tariffs - and .further, Mers "failure to challenge these rates --

convincingly demonStrate the reasonableness of SWBT's, Pacific's and Nevada's BNA "rates.

~;:Pacific's Transmittal No. 1675, filed January 4, 1994; Nevada's Transminal No. 188.
filed January 4, 1994.

:;;SWBT's Transmittal No. 2334, filed February 23, 1994. Pacific's Transminal No.
1698, fil~d February 23,1994; Nevada's Transmittal No. 192, filed February 23,1994.

:~NTh"EXTelephone Companies Tariff F.e.C. Tariff No.1, Transmittal No. 279; Mel
Petition to Reject or, Alterriatively, to Suspend and Investigate, filed March 10. 1994.

~5Billing Name and Address Tariffs of Local Exchange Carriers For Subscribers with
Unlisted or Nonpublished Telephone Numbers,~ DA 94-400, released April 22, 1994.

:6SWBT's Transminal No, 2624, filed April 4, 1997.


